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Michigan Businesses Testify of Harm Being Done By Current Energy Law
Senate Energy & Technology Committee Hears From Wide
Range of Stakeholders Seeking More Competitive Options For Electric Supply
As Utility Rates Skyrocket, So Does Membership in ECN and
List of Customers Wanting Access to Competition and Customer Choice

Michigan-based Energy Choice Now, the Customer Choice Coalition and a variety of businesses today provided
testimony* before the Senate Energy and Technology committee on the impact of PA 286 of 2008, Michigan’s energy
law. PA286 capped electric competition at 10 percent. Chairman Mike Nofs and the members of the committee were
lauded for opening & discussion on the effects of the 10 percent cap on Michigan’s businesses.

“You as legislators are concerned about improving Michigan’s economy. This electricity choice issue is an opportunity to
-do just that,” said William A. (Bill} Zehnder, president, Frankenmuth Bavarian Inn, Inc., who spoke to the tremendous
difficultly and demands facing Michigan’s Hotel and Restaurant business, specifically: rising utility costs.

“Obviously it has not been easy laying off staff, cutting insurance benefits and paying rising costs for insurances, utilities,
and of course all of our cost of good’s categories. We ARE in SURVIVAL mode. Please assist other Michigan companies
by giving them a CHOICE. The benefit to our great State of Michigan will be significant reinvestment by thousands of
businesses and thus growth in employment and opportunity. My business would love to reinvest with the potential
savings — to buy more equipment, upgrade our facilities, hire more team members, pay more in wages and benefats and
buy more Michigan products.”

The hearing coincided with a number of important developments:
» The most recent data released by the U.S. Energy Information Administration showing Michigan’s job-killing
electric rates continue to be the highest in the Midwest and well above the national average.
e Business membership of Energy Choice Now topped the 100 member mark.
® The “queue” lists that are held by DTE and Consumers Energy of current customers who want to leave the
utilities and take a competitively-priced electric supply option with an alternative electric supplier {AES)surging
past 5,500 businesses.

Since implementation of the cap on electric competition in fate 2008, rate increases by Consumers Energy and DTE
Energy, including the latest rate hike request by Consumers Energy, total 30 percent and 25 percent, respeectlvefy, for
Michigan customers. : :




“We can't afford to have high electric rates stall Michigan's comeback," said Mark Butler, Owner, VP Finance and
Admin., Campbeli Grinder Company, 2 Michigan machine manufacturer since 1969. ’flfwe were able to shop for
electricity-in a fully competitive market, we could save significant amounts of money and pass those savings along to our
customers and employees." | |

Other Michigan businesses provided written testimony to the hearing:

“I am frustrated by my firm’s high electric bills, and want to encourage legislators to address the unfair, uncompetitive
10 percent cap on electric choice,” said Jonas MeCluskey, president, Elm Plating Co. of Jackson. “While |, and likely all of
my business colleagues in Michigan, appreciate the time and efforts legislators devoted to successfully addressing and
changing unfair business taxes in Michigan, those taxes pale in comparison to our energy costs.

“We prefer to continue to operate our family owned plating, anodizing, and heat treating business here in Michigan
where it started nearly 65 years ago. However the draw to relocate to another state for a reason such as this, not io
mention tax benefits, and many other regulatory reasons becomes stronger and stronger.... The state has come up with
numerous incentives to attract new business. It's time to also focus on keeping and supporting those businesses that
are here and would like to stay.”

The damage caused by the 10 percent cap on competition is not limited to small or mid-size businesses either.

“Our experience is that competitive electricity markets have alowed the company to lower its energy costs,” said Steve
Elsea, whose job as director of energy services for Leggett & Platt, a Fortune 500 manufacturer, includes maximizing the
energy value from supplier to point of use for Leggett & Platt’s global manufacturing operations.

“A prime example is in Ohio...Leggett & Platt has reduced its total electricity costs by almost 15% in Ohio since we have
been buying through the competitive market.” -

Leggett & Platt operates 140 production plants in 18 countries and employs 19,000 workers. We operate one hundred
manufacturing plants in 22 states in the U.S. that employ approximately 9,000 American workers. Leggett & Platt
operates five production plants in Michigan and employs approximately 350 workers, : '

“The fact is, energy is our third highest cost component behind raw material and labor. It is a cost of doing business that
can determine the difference between being profitable or not. We continually evaluate our cost of doing business in
various locations, and have made adjustments ranging from closing operations where competitive choices were not
available at one focation and consolidating in another location where retail choice was avaitabie.”

The Gerdau Group, a specialty steel bar producer headguartered in Jackson, also provided live testimony to the
committee. Gerdau, with world-class steel manufacturing plants in Jackson and Monroe, is the world’s 13th largest
steelmaker and the largest producer of long steel in the Americas. Gerdau has 337 industrial and commercial facilities,
operates in 14 countries and employs over 900 people at its two Michigan facilities.

Zehnder concluded his testimony by saying:

“t don't feel government should be in the business of picking winners and losers. This restriction has done exactly that
for severat years. My family has bad the Choice to choose our gas company for 24 years; please allow me to choose my

electrical energy company tool”




Media Contacts:

Jim Engel

COO, GM, Bavarian inn Lodge
986.480.7950
limengel@bavarianinn.com

Steve Eisea

Director of Energy Services, Leggett & Platt
416.388.3701

Steve.Elsea@leggeti.com

Mark S. Butfer _
Co-Owner, Vice President Finance & Administration, Campbell Grinder Company
231.798.6464

mbutler@campbellgrinder.com

Wayne Kuipers

Executive Director, Energy Choice Now
616.403.2275

senator@iserv.net

Teresa Ringenbach

Senior Manager, Government & Regulatory Affairs, Direct Energy
614.633.6829

Teresa.Ringenbach@directenergy.com

David Fein

Vice President, Energy Policy, Constellation Energy
312.446.2882 '
David.Fein@constellation.com

The Customer Choice Coalition o group of businesses, associations and power suppliers who support free enterprise and
cormpetition. You can learn more ot www.customerchoicecoalition.com

Energy Choice Now is o grossroots contition of customers, suppliers, and trade associstions whase mission s to pfromote the ngh# '
Jor Michigan consurmers to hove reof encrgy choices when selecting their elec:i'ncrty provider. You can learn more ot
www.echmichigan.com :

* Full testimony available in media kit and upon request..
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Michigan’s electric rates again higher than all surrounding states, growing fast
Michigan industrial customers paying 20 percent more than Indiana factories, data show

The resulfs are in and, once again, Michigan electric. customers are the losers, as menopoly
electric companies continue to force businesses and residential customers to pay far meore than
the regional average. :

June data from the U.S. Energy Information Agency shows that as Michigan’s factories try to
compete against other states, they find themselves in a hofe thanks to electric. rates. Indiana
tactories are paying 20.25 pereent less than those in Michigan; those in Ohio are paying 18.91
percent less and those in Hlinols are paying 15.05 percent less. than Michigan industrial
customers. :

“It's no wonder Michigan's unemployment rates are higher than surrounding states,” said
Wayne Kuipers, executive director of Energy Choice Now, a cealition of companies pushing for
electric. competition to lower rates. “Businesses are finding high electric rates a disincentive te:
ramp up production in our state. As Michigan tries to reinvent itself, opening the electric
market te competition is a proven way to make us more competitive and help create jobs.”

Average electric rate increase, June 2010 to
June 2011

4.60%

i 0z
£.92% 2.37%

-2,56%

-0.96%

East North Michigan Ohio U.S. Total

Central

Even worse, the report shows that Michigan electric prices are soaring higher at far faster rates
than competitor states — some of which are actually going down. Hlinois and Ohio, fwo states




that are letting competition set rates instead of government bureauerats, as is the practice in
Michigan, saw rates decrease over the last year. Michigan’s rates increased at 4.6 percent —
more than triple the national average, and far higher than inflation. :

Those increases came even though total power use was down by 2.4 percent in the state.
Normally, one would expect lower rates when demand is down — but not when monopoties are
in charge.

“Our two major utilities keep telling us that they are working to hold down rates. The nunbers
tell us otherwise. Michigan canneot be eompetitive economically with these high rates — rates
that continue to increase dramatically over those in place even one a year ago,” Kuipers said.

Following is rate from the EIA showing Michigan’s residential, commercial and industrial
customers alf paying more than any surrounding state.

June, 2011 EbA data Residential | Commercial | industrial All Sectors

' East North Central i 12.21 2.8 6.8 | 957
Hiinois 12.09 9.02 6.71 9.35
Indiana ' 10.21 8.85 6.42 8.24
Michigan - - 13.8 11 | 7.72 10.91 |
Ohio 12.02 | 9.69 6.26 9.32 |
Wiseonsin o 13.68 © 10.89 7.61 10.58
' LS. Total I 12 05 10.77 | 7.21 | 10.37

Rates in cents r.)er kilowatt hour: http:/fwww.eia. gov{e!ectnc:‘cy{monthiﬂexcelgegmxtfties 6 a.xis

For more information about the Cﬁstomer Choice Coalition visit
www.customerchoicecoalition.com For more about Energy Choice Now visit .
W, ECNMich;gan com
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Michigan Voters to State Legislature: End Electric Monopoly
75 Percent of Statewide Poll Respondents Want More Competition
National White Paper: Competition Would Benefit Michigan Economy

The response is overwheiming: Three-fourths of state residents support ending the electric compamy
monopoly in Michigan. '

That was a major finding of an EPIC-MRA statewide pol! of likely 2012 voters. Poll respondents also fekt
that competition is a good way to keep energy costs low, and that they are more likely to vote for
politicians who support competition, ' o

The poll results come on the heels of national white paper, by economist Jonathan Lesser and released
by the COMPETE Coalition, demonstrating how competitive electricity markets spur economic growth
and create jobs. it details the importance of allowing market competition to determine “winners” and
“losers,” not governments, which, it shows, have a long history of “invariably making the wrong
choices.”

"~ According to the COMPETE White Paper, because competitive elfectric markets are the best way to keep
prices as low as possible, such markets will also provide the greatest opportunity for economic growth

and job creation.
%20Competition%209.22.11 . pdf

The Michigan poll reinforces the central message of the Customer Choice Coalition and Energy Choice
- Now —that Michigan's electric manopaoly is harming our state’s families and businesses, and a return to
competition is needed.

“Michigan’s businesses, governments and working famities are tired of hearing about much lower rates
right across the border in states like IHlinois and Ohio, where competition is holding down rates,” said
~ECN Executive Director Wayne Kuipers. “Michigan manufacturers are struggling to keep up with out-of- _




state competl‘sors with lower electric costs and in-state competltors who were for'tunate enough to get
in under the cap. They deserve lower costs and better service.” '

The poll guestion asked: “ ... Would you favor a change in state law that would afiow all customers to
purchase their electric service from any supplier that is able to provide reliable electric service to their
~.area and compete for customers by offering electric service at a lower price, or, would you oppose such
a change and prefer keeping things as they are?”

Seventy-four percent of respondents favored changing state law, with 56 percent of respondents
strongly favoring the change, and 18 percent somewhat favoring change. Only 12 percent strongly
opposed a change, while six percent where somewhat opposed and eight percent undecided.

The survey also asked voters if they thought that "having competition among companies that provide
electric service, like it has been done in the natural gas and telecommunications industries, is a good
way or a bad way to control energy costs? “

Seventy-five percent of respondents said that competition is a good way to control energy costs, with
49 percent saying it was “very good,” and 26 percent saying it was “somewhat good.”

It's no surprise that Michigan voters are frustrated. According to data from the Michigan Public Service
Commission, DTE has raised residential rates by 10 percent annually since 2008, a whopping 29.9%
increase, From 2000 to 2008, when DTE faced competition under state law, DTE raised rates for
customers by about 3% per year. including their most recent 5% rate hike request, Consumiers Energy
{CMS) rates have increased on average by 30%, with commercial rates at 26%-31% and industrial rates
soaring at 34%-38%. ’

The EPIC-MRA poll is a statewide poll of Michigan veters focusing on various issues in the news. The poll
surveyed a random sample of 600 likely voters from August 6-9, 2011. All interviews were conducted by
telephone using professionat interviewers. The margin of error is #4 percen’é

For more information about the Customer Choice Coalition visit www.customerchoicecoalition.com. For
imore about Energy Choice Now visit www.ecnmichigan.com -
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Michigan's electric rates far higher than all surrounding states, higher than U.S. average
. State factories paying 20 percent more than Midwest average, data show

Michigan's major utilities continue to drag down the state's economy by charging far more than '
surrounding states for eleetricity, new data from the U.S. Energy Information Agency shows.

Data from May, the most recent available, shows that overall Michigan paid 14.5 perceat more
than the regional average for electricity, and 5.8 percent more than the national average.

Factories suffered the biggest differential, with Michigan factories paying 19.6 percent more
than the regional average - a critical price differential in the highly eempetitive industrial
segment. Iineis. and Chio, two states that have historicalty had high industrial rates, now are
regional teaders in competition, and have among the lowest rates for factories. A recent survey
by the Michigan Manufacturers Associatien found respondents saying electricity was the third
most impertant cost item they face. '

- Famitlies also suffer the highest rates in the Midwest, paying 9.6 percent more than the regional
average, and 10.1 percent more than the national average.

May, 2011 EIA data | Residential lCommercia[IE industrial E All Sectors

- East North Central 12.09 9.54 5.46 2.13
Winois 12.4 8.77 6.1 3.94
Indiana 3 10,58 8.81 6.23 8.05
Michigan : 13.25 10.61 7.73 18.45
Ohio 11.56 .57 587 8.79
Wisconsin 13.2 10.12 7.22 9.93
i.5. Total 12.93 10.26 6.76 9.87

Electric rates in Hlinois and Ohio, two states that have continued to let competition play a rele
in electric rate setting, were far lower than in Michigan. The state with the second highest
rates, Wisconsin, has an electric rate-setting system much like that of Michigan, with. rates set
by regulators under a law that limits. their ability to turn down rate hikes by monopoly utilities.




“} operate a sm_aiF chain of grocery stores in northern Michigan. We use a huge amount of
electricity to keep our stores eperating, said Di Oleson, of Oleson’s Food Stores. “Some of our
electric rates have gone up 15% from the previous year. We were able to save at least 20%

-with gas deregulation, and now we need this with electricity.”

Ofeson'urged the state legistature to eliminate the 10 percent cap on electric éompetitioh.

“We need to be competitive, and need a choice for our electricity needs.”

For more information about the €ustomer Choice Coalition visit www.customerchoicecoalition.com For
mere about Energy Choice Now visit www.energychoicenow.com
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DTE hikes restdential rates 11 percent since January, just in time for summer cooling bills
Utility has raised residential rates for most by more than 30 percent since regaining competition
curtailed in 2008

Residentiat customers forced to buy power from DTE are going to be shocked by summer electric bills,
as DTE has raised rates for medium size residential customers (those using about 500
kiloWatthours/month) by 12 percent since January, and by 30 percent since July, 2008.

That's far more than the rate of inflation, and comes at a time when many customers have been
tightening their belts. It's part of a pattern of substantial price hikes imposed on customers by DTE since
it was given monopoly control of 90 percent of the electric business in its region by the Michigan
Legislature in 2008.

From 2000 to 2008, when DTE faced competition under state law, DTE raised rates for customers using
500 kWh/month by about 3 percent a year, a total of 23.3 percent. From 2008 to 2011, after the
Legislature restricted competition, DTE has raised residential rates for those customers by 10 percent
annually , a whopping 29.9 percent. (The U.S. Energy Information Agency estimates the average
Michigan household uses 666 kWh/month.)

The comparison for small customers, who are using less energy, is even more dire. From 2000-2008,
their rates increased 23.3 percent. Since 2008, rates for thrifty customers have increased by 46.6
percent, or 12 percent annuafly, suggesting that conservation is not being rewarded by DTE.

Michigan's residential electric rates today are well above the Midwest average, and higher than the
national average. '

"Michigan's families and employers are being victimized by utility menopolies and the current state
law," said Steve Elsea, director of energy services with Leggett & Platt, Inc, a manufacturer with five
plants in Michigan and 140 around the world. "It's time for the Legisature to realize that competition
from free markets is a far better solution for consumers than forcing them to subsidize through higher
rates monopoly utility stockholders."

It's not as if DTE customers are paying a premium for good service. According to 1.D. Power and
Associates 2020 Electric Utility Residential Customer Satisfaction Study, the company earned a 621




customer satisfaction raking, below the Midwest average of 642, putting it 11 of the 16 companies
ranked.

"The Michigan Legislature should look out for the interests of their constituents and open the doors to
other companies who can step in and provide lower prices and better quality service. it's happening in
llinois and Ohio today, where residential, business and government customers can shop for electrieity
just as they can shop for natural gas, phone service, gasoline and other commeodities. There's no reason
why Michigan's free markets should stop at the light switch," said Elsea.

" DTE residential rate hikes January to
July 2011

14% e s .‘_.. U U S VRO DTS USSP S P pate
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According to the Energy Information Agency { hitp: //www gia. gov/cneaf/eiectrsc:tv/esr/tabIeS htmi} the
average Michigan household uses 666 kwh per month.




Annual DTE rate hikes far higher under
monopolization (2008-11) than under
mmpgtﬁtion {2000-08)
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Written Testimony of
Mark S. Butler

Vice President Finance & Administration
Campbell Grinder Company

November 1, 2011




1. Introduction

Campbell Grinder Company is located at 7225 Pontaluna Road, Spring Lake MI 49456.
We arc a designer/manufacturer of Jlarge high precision CNC industrial Grinding
Machines for the aerospace, bearings, defense, power generation, nuclear, oil & gas,
markets among others. Our customer base includes such notable companies as General
Electric, Pratt & Whitney, Rolls Royce, Timken, Caterpillar, Sikorsky, Bell Helicopter,
U.S. Dept of Defense, General Dynamics, Curtis Wright, Babcock Wilcox, SKF,
Kaydon, among others. We have a worldwide installed base in countries such as Canada,
Mexico, Singapore, Scotland, Japan, Poland and China, among others.

We have one production plant at our Spring Lake location and approximately 80
employees. When I started with Campbell Grinder Company in 1998 as Controller, we
had 28 employees and our sales were approximately $5 million annually.

History of Campbell Grinder Company

1969

Campbell Grinder Company was incorporated in 1969 to succeed a proprietorship known
as "Seaway Machinery", which was owned by Hugh Campbell. He had a lifetime of
experience in the design and construction of special machine tools including 10 years as
Chief Engineer for the Frauenthal Grinder Division of Kaydon Bearing in- Muskegon,
Michigan. He was responsible for the design and construction of all the grinding
machines sold under the name of "Frauenthal". These dependable machines are still in
use in the bearing, aircraft and aerospace fields. Used Frauenthal models 50+ years and
older are still in demand in the "used machinery" market. Hugh Campbell continued to
design and build custom machinery independently as Seaway Machinery, after the
Frauenthal Division was sold to Bullard in the early sixties. The accelerating demand for
this type of equipment created the need for a larger organization and facility, and the
Campbell Grinder Company was organized to meet that demand.

1998
The Campbell family retained ownership until 1998, when they sold the business to
Charterhouse of New York.

2005

Charterhouse held the business until fall of 2005, when Campbell Grinders three
managing executives purchased the company. This ownership has allowed Campbell
Grinder Company, to diversify into other markets and offer (8) standard models as well
as the custom machines.




2006 _

The Muskegon Tooling -Alliance of West Michigan (MTA) was formed in July 2006.
Campbell Grinder Company is part of the MTA which also includes other West Michigan
tool and die companies with diverse capabilities, technologies and resources. The main
reason for forming our tooling coilaboratwe is to utilize and share our technologles in
design, machining and equipment.

2007
Campbell Grinder Company receives the "2007 Muskegon Area Environmental

Excellence Award".

2009
Campbell Grinder Company announces the formation of its new MicroTech Filtration
Division. The new division will first concentrate on the development of three exclusive
MicraTech product lines matched to the specific requirements of Campbell Grinder
application and then later expand the MicroTech products to handle any single or central
machine tool coolant filtration application up to 4000 GPM.

2009
Campbell Grinder Company attains AS 9100:2004 and ISO 9001:2000 certification,

II. Professional Background

I hold an undergraduate degree from Ferris State University and a Masters in Business
Administration from Grand Valley Statc University. [ started my career in 1984 and have
held various positions ranging from cost accounting analyst to Vice President of Finance
& Administration at companies such as Westinghouse, Northrop Grumman, Toyota,
Textron and Campbell Grinder Company, where 1 currently am employed and am also
part owner. 1have also earned my Certified Management Certification (CMA) and CPIM
certification form the American Production and Inventory control Society (APICS).
While 1 have always worked in the finance/accounting arena, my.focus has been
manufacturing and costs associated with those activities. Profit and loss responsibilities,
along with human resource functions are vital areas of focus to remain a viable concern.

I1I. Global Competitive Focus

Cincinnati Milacron, Bridgeport, Ingersoli, familiar names of global machines builders
that are either gone, or a shell of their former greatness. Like these companies did,

c Campbell Grinder Company competes in a global marketplace with global competitors.
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To survive and prosper in this environment you must compete on quality, delivery and
cost. While we do our best to control these areas, one area we have had little success
with has been our utility costs, specifically electric. Our rates have increased by an
-average 23% over the last two years. And while we have had to absorb our cost
increases, I question that regarding our major competitors in Germany and Asia. Only
our health care cost increased has outpaced our clectric cost increases. And while our
costs increase our customers will not accept any price increases. And while continuing
performance//production/engineering increases offset some of these increases, we must
reduce expenses in other areas; human costs, advertising, travel R&D or other areas that
make us less competitive or cause hardships to our valued employees. And while we
must engage in these practices to remain a going concern, our provider of public
electricity does not face these same competitive pressures. When the costs of our
previder goes up are they required to reduce expenses to match in another area such as
~ health costs or pension costs? Or do they just pass these increases en to their customers;
that have NO CHOICE except to absorb these rate increases? On the surface it would
appear to be desirable for Campbell Grinder Company to be able to request price
increases from a government regulatory agency for cost increases due to our being a sole
supplier to our customer base. The problem with that is competition drives us to provide
better cost control, quality, service and products. So without competition it is our
customers that would suffer; oddly enough with ourselves, Campbell Grinder also
suffering. We would suffer from the stagnation, lack of innovation, cost control, quality,
and customer service that necessarily occur without free market competition.
Competition is truly what makes America great. As for a 23% increase in one of our

product cost drivers, we have never had an instance/opportunity to raise our prices 23%. '

We do have vendors that at times request price increases. We jointly work with those
vendors to come to a resolution that is acceptable to both parties. We realize we must
both be able to make a profit to be a going concern and provide a means of support for
the families that our employees provide for. And if we cannot meet a resolution
acceptable to both parties, then we at times find a new vendor. In the instance of our
clectricity provider, we have no such opportunity. We either accept their price increase,
regardiess of how ridiculous it is, or go without the product impossibility). Interestingly
enough, while our electricity costs have increased at over 23% a year, our products that
make up our machines have increased at less than 2% during the same time period. The
difference? Our vendors for our machine parts have competitors. And our natural gas
costs have actually decreased slightly during this same time period. The difference? We
participate in choice for our natural gas provider.




IV. Summary

Campbell Grinder Company operates in a highly competitive, global marketplace. Cur
large blue chip customer base sources product globally. We therefore must be able to
effectively compete globally to survive. We have a highly skilled workforce that
commands top pay and an attractive benefit package. We are pleased to be in the
position to offer such an attractive pay/bencfit package to our valued employees. But this
is all dependent in Campbell Grinder Company’s ability to compete effectively in the
global marketplace. When we have large unknown and unplanned cost increases in the
cost drivers of our product, it puts us at a severe competitive disadvantage. If we are to
continue to grow and add the high paying jobs that our product market dictates, or even
to survive, we need to have vendor choice that allows us to source the vendor that allows
us the best competitive prices/service.

Best regards,

Mark S. Butler CMA, CPIM
Vice President Finance & Administration







1318 8 Eim Strest

Jackson, Michigan 48205
517y TRE-216T . FARXY [B17) TRZ ISR

November 1, 2011

Honorabie Members of the Senate Energy and Technology Committee
Senate Hearing Room .

Boji Tower

124 W. Allegan Street

Lansing, MI 48933

This past summer, | communicated the facts in this letter to members of the Michigan Legislature, prompting a
meeting with my representative. I am frustrated by my firm’s high electric bills, and want to encourage
legislators to address the Uinfair, uncompetitive 10 percent cap on electric choice.

While I, and likely ali of my business colleagues in Michigan, appreciate the time and efforts legislators
devoted to suceessfully addressing and changing unfair business taxes in Mlchlgan those taxes pale in
comparison to our energy costs.

What prompted my outreach and plea for help to legisiators this past summer was yet another annual meeting
with Consumers Energy, informing us of another 3% plus increase in our utility costs. This increase was
directly in line with the previous 3 years increases totaling up to nearly 15%. Our electrieal spend is
consistently $1,000,000 plus per year, making our electric spend one of our top 5 spends in operating our
business. Formal calculations from the potential choice suppliers estimate annual savings of $200,000 -
$250,000 per year.

We prefer to continue to operate our family owned plating, anodizing, and heat treating business here in

- Michigan where it started nearly 65 years ago. However the draw to relocate to another state for reason such as
this, not to mention tax benefits, and many other regulatory reasons becomes stronger and stronger. Elm Plating
Company is in need of your support for energy choice to raise the cap companies in this state so badly need.
The state has come up with numerous incentives to attract new business. I’s time to also focus on keeping and
supporting those businesses that are here and would like to stay.

Please do all you can de to support the electric competltion Michigan so badly needs, so companies such as ours
can remain competitive.

Sincerely,
Jonas M. MecCluskey

President
Elm Plating Company
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1. Introduction

Leggett & Platt is located at P.O. Box 757, No. 1 Leggeit Road, Carthage, Missouri 64836,
Leggett is a diversified Fortune 500 manufacturet that conceives, designs and produces a broad
variety of engineered components and products that can be found in virtually every home, office,
retail store and autemobile. My responsibilities as Director of Energy Services include
maximizing the energy value from supplicr to point of use for Leggeit & Platt’s global
manufacturing operations.

Leggett & Platt operates 140 production plants in 18 countries and employs 19,000 workers. We
operate one hundred manufacturing plants in 22 states in the U.S. that employ approximately
9,000 American werkers. Leggett & Platt operates five production plants in Michigan and
employs approximately 350 workers in the Wolverine State. o

IL Professional Background

I hold an undergraduate degree in Architecture from Southern Illinois University and a Masters
in Business Administration from The Ohio University. I began my career with an investor-
owned dual-fuel utility in Illinois and spent 22 years working for investor-owned utilities in
Hlinois, Kentucky and Ohio.

‘The focus of my career was in marketing and customer services, and I have personally conducted
hundreds of energy efficiency audits for residential, commereial, institutional and industrial
customers. Before 1 left the utility industry in 2000, I managed residential and commercial
customer programs for American Electric Power (“AEP”). Later, I founded an energy
management company that focused on a demand response solution, and consulted for municipal
electric utilities in Ghio before | joined Leggett & Platt in carly 2007. T have recently been
named to the board of directors of the Missouri Energy Initiative and currently serve on the BOD
of the COMPETE Coalition. ‘

HE.  Position on Competitive Markets

Leggett & Platt operates facilities in competitive retail electricity markets in Texas, Illinois,
Ohio, Pennsylvania, New Jersey, Maryland, Michigan and California as well as in Ontario, the
UK, Switzerland, Belgium, Austria, ltaly, Denmark, Germany and Croatia. The plants in
Michigan & California are exempt from customer choice due to caps on customer participation
in competitive electricity markets in those states. We do participate in demand-response
programs in California as the Golden State has not precluded end-use consumers from directly
dealing with curtailment service providers (CSPs) per an opt-out provision in FERC Order 719.

Our experience is that competitive electricity markets have allowed the company to lower its
encrgy costs. A prime example is to Michigan’s south in OChio. Leggett & Platt buys electricity
at our wire mil} in Solon, Ohio from a competitive retail service (CRES) provider. We recently
completed an RFP and executed a new contract with our incumbent CRES provider. We were




able to structure the block and index products according to our own risk tolerance and received
competitive bids for those products. Leggett & Platt has reduced its total electricity costs by
almost 15% in Ohio since we have been buying through the competitive market.

- Another example involves a comparison of the electricity costs in two of our plants. Leggett &
Platt has two similar carpet underlay plants that use about the same amount of electricity each
year. One is located in Texas and the other in Mississippi. The cost per kWh of the plant in the
competitive Texas ERCOT market is approximately 28% lower than the Mississippi plant, which
is served by a TVA power distributor (e.g. in a non-competitive electricity market).

As a final example, over 55% of our kWh purchases in the U.S. during 2010 were for plants in
the competitive PJM market, but the costs of those purchases account for less than 39% of our
total electricity costs. Conversely, about 42% of our domestic electricity usage at plants located
in non-competitive states like Michigan costs over 58% of our U.S. electricity budget. The all-in
cost per kilowatt-hour in competitive U.S. markets versus monopoly service areas tells the story,
4.3¢ and 8.3¢, respectively. Our average cost per kilowatt-hour in Michigan is 10.3¢.

Competitive markets help Leggett & Platt lower costs because they aflow us to choose from an
array of competitive products and services and give us the flexibility needed to manage our
enorgy portfolio. For example, competitive electricity markets offer supply-side options in
rencwable energy and demand-side options like advanced electricity storage. We are no longer
tethered to a specific electric generation mix, and instead are able to shop for our destred
generation mix.

In addition, there are numerous service options and products available from CRES providers to
meet customer’s needs, resources, budget requirements, environmental or sustainability
initiatives, and price hedging strategies. These products can be individually customized to meet
the business goals, risk appetite, and needs of all types of electricity customers.

Transparent market-driven prices and a choice of contracts and innovative services have allowed
Leggett & Platt to look clesely at how we use electricity and where we can implement new
technologies and conservation measures to reduce our costs. For example, we are currently
evaluating the costs and benefits of using behind-the-meter flywheel and battery storage
technologies to provide regulation service in the competitive electricity markets that allow
customers to provide such services. This additional revenue stream is precluded by market
barriers in the monopoly service territories.

We also establish risk management strategies to mitigate price volatility and reduce costs while
also contributing to improved grid reliability by participating in demand-respense programs.
This approach has helped us in other competitive markets such as California, Hlinois, New
Jersey, Ohio, Pennsylvania and Texas. We cut costs by providing over 20 MW of demand
resources in the California, Texas and PIM markets. Tt is not coincidental that Leggett’s entire
demand-response load portfolio is in competitive electricity markets in which end-use consumers
can deal directly with CSPs. As a company that maximizes profits and has a focus on
shareholder return, we are interested in minimizing every controllable cost.




Restructuring the electricity markets has greatly diminished financial risk for consumers.
Monopoly-protected utility companies are guaranteed recovery of their costs from their captive
customer rate base. With restructuring, customers can choose among service providers and the
risk of poor investment decisions is borne by companies competing for those customers.
Competition disciplines investment by shifting the risk of poor business decisions from
consumers to investors, where it belongs. ' '

Having worked many years on the investor-owned utility side of the business I understand the
opposing positions taken by some of my industrial counterparts. Before the emergence of
organized markets, I found it curious that certain customers and customer classes — namely
industrial customers — were among the most active participants lobbying for competitive
markets.

These large industrials were experiencing rate increases never before seen, but the fact of the
matter was that many high-use, high load factor customers were paying only slightly above the
cost of fuel plus marginal variable costs. These costs were well below the utility’s cost-to-serve.
This meant that other, less sophisticated small business customers were paying higher prices to
support the below-cost rates the industrials were enjoying. The emergence of competitive retail
markets and the inherent price unbundling and transparency eliminated those subsidies.

It is no wonder that certain large Michigan industrial customers and other influential Michigan
Chamber of Commerce and Michigan Manufacturers Association members oppose customer
chotce: to maintain the status quo of subsidized rates. Investor-owned utilities oppose raising
caps to competition to justify cost-based rates and ratepayer obligations to finance utility capital
investments whether prudent or not. Interestingly, the lllinois Chamber of Commerce took an
oppoesing position to help defeat anti-competitive legislation that would have undermined the
competitive clectricity market in Illinois.

IV.  Summary

We continually evaluate our cost of doing business in various locations, and have made
adjustments ranging from closing operations where competitive chotces were not available at one
location and consolidating in another location where retail choice was available. We also
routinely adjust daily operations during demand-response events in locations that offer that
competitive market feature.

Our experience is that in a well-functioning competitive market, CRES providers and CSPs can
offer contracts of varying durations to customers. These contracts can be month-to-month up to
three years or more, and everything in between, and tailored to meet the individual needs of the
customers. The one-size-fits-all approach of monopoly protected services cannot compare with
the advantages afforded Leggett & Platt by choice and competitive markets.

To that end, Leggett & Platt supports lifting the current cap on customer electricity choice in
Michigan. : - '
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The Case For Raising The “Cap” On
Michigan’s Electric Choice Program

Successful Electric Choice Prog_ram 2000-2008

Following the identification of energy costs as a barrier to Michigan’s competitiveness’
in the late 1990s, Governor John Engler embarked upon the task of opening up
Michigan’s electric market to competition.

The Michigan legislature passed the “Customer Choice and Electric Reliability Act” of
2000 (PA 141 of 2000) which took effect June 5, 2000, and was implemented through
two orders issued by the Michigan Public Service Commission in December of 2001.

Between 2000 and 2008, electric customers were able to choose their own electric
supplier, and Michigan businesses saved over $400 million in energy costs through
participation in the electric choice program.

During the périod of full Electric Choice, 2000-2008, over 4,000 megawatts of new
generating capacity was built by independent suppliers in our state and Michigan began
to significantly close the gap on energy rates with neighboring and competing states.

The PA 141 Electric Choice Compact:

In return for supporting a competitive market, Michigan’s major publicly-owned utilities
successfully bargained for two compensating devices. First, the utilities were atlowed the
full recovery of “net stranded costs” and “implementation costs.” This compensated
utilities for any financial losses due to their generation costs being above the competitive
market. After the utilities received over $163 million in net stranded costs awards ($63
million for Consumers® and over $100 million for DTE®), it was determined by the
MPSC in 2006 that DTE and Consumers Energy had fully recovered all stranded costs.’

Second, the utilities were allowed to “securitize™ certain assets through a 15-year bond
issue.” Consumers Energy was allowed to securitize up to $468.8 million’ and DTE up .
to $1.74 billion®. This guaranteed the recovery of costs for generation facilitics that
likely could never compete in the marketplace. Costs for the securitization bonds will

! PHH Fantus Report
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continue to be charged all customers — including .Electric Choice customers — on their
monthly utility bills through 2015. ' '

PA 286 of 2008: Compact Broken by “Cap” on Electric Choice

After receiving over $163 million in stranded costs and implementation costs and having
over $2.2 billion of their assets securitized by the State of Michigan (for which customers
will pay until 2015), in 2007 the major utilities began a concerted effort eliminate or
restrict competition.

Their argument was that they could not finance new and replacement power generation
assets without monopoly status. Also, they argued that new power plants and investing in
renewable power generation assets would create jobs. ,

Certain business interests agreed to support a “cap” on Electric Choice in PA 286 —
limiting competition to 10% of the utility sales — in return for (1) capping the cost of
renewable energy under a new 10% renewable portfolio standard (RPS), (2) moving tariff
rates to “cost of service” over a five-year period, and (3) providing a financing
mechanism (Certificate of Necessity) for new power plants.

The Impact of PA 286: Cap Reached Quickly / Customers Held Captive

Since the enactment of PA 286, no new base load power generation capacity has been
approved, started, or built in Michigan; either by publicly-owned utilities or private
investors. Michigan rate payers have seen more frequent rate increases. Michigan utility
energy prices continue to be significantly higher than those in neighboring and
competitive states.

At the time PA 286 was under consideration, proponents asserted that the 10% cap on
electric choice would not be reached for a very long time. However, the cap was reached
in the Consumers Energy service territory in August, 2009 and in the DTE service
territory in December, 2009— approximately one year from the effective date of PA 286.

Michigan is now in a situation where a significant portion of its commercial and
industrial customer base is “locked out” from the benefits and savings from competitively
priced power. As of October, 2011, over 5,500 customers of Detroit Edison and
Consumers Energy are in the Electric Choice “queue” — unable to take competitive
electric supply because of the Cap. Although prevailing market prices are dropping,
Michigan’s electric rates are increasing rapidly. 10

?.8. Energy Information Administration, Independent Statistics and Analysis, Average Retail Price of
Electricity to Ultimate Customers by End Use Sector, by State, report release dates: November 15, 2010,
and April 14, 2011.

10 «Comparison of Average Rates for MPSC-Regulated Utilities in Michigan,” October 1, 2008, and .
August 1, 2010, Michigan Public Service Commission, Regulated Energy Division, .



Making Michigan Competitive Again: Raising The Cap

Michigan is again at the same point it was back when Governor Engler examined
_chhlgan s competiveness during the 1990s. And once again energy costs are among the
major disincentives to locating and growing a busmess in Michigan. In addition to
businesses, local units of government and &ducational institutions are facmg increasing
needs in an environment of limited resources. Money spent on energy rate increases
reduces funds available for police, fire protection and critical infrastructure.

The fundamental solution to the problem of getting lower electric prices for Michigan
businesses is to eliminate or raise the cap on Electric Choice.

Doing so will:

(a) provide access to competitively priced power — putting Michigan businesses
on a par with other states,

(b) provide visible pressure on utilities to operate more efficiently and keep costs
down, and

(¢) continue to provide utilities the ability to build new generating capacity and
ensure recovery of their costs through the “Certlﬁcate of Necessity” provision
still in PA286.

CONCLUSION:

Aside from taxes, the three main cost drivers for Michigan businesses are labor, raw
materials, and energy. Although state policy makers have little influence over market
labor rates or global raw material costs, they do have the ability to influence the cost of
energy in Michigan through legislative and regulatory policy.

o Compelition drives innovation, efficiencies, and lower prices. The cell phone
market provides an excellent example of the benefits of competition - more
choices at increasingly lower prices.

o Michigan policy makers need to unleash the power of competznon by eliminating
or raising the cap on Electric Choice.

On the following pages, in Q&A form, are some of the myths and facts around limiting
the competitive market for electricity in Michigan and the benefits of raising the 10% cap

on Electric Choice.




‘Myths and Facts

1. Isn’t the 180% Cap needed to allow utilities to get financing for new generating
plants?

No. Itis the grant of a “certificate of necessity” by the MPSC under PA286 that
guarantees utility recovery of new project costs through rate making and thereby
provides the necessary assurance to those financing the investment----not the 10%
cap.

. The “certificate of necessity” provision is not being changed.

A utility should match its future generating supply requirements to the customers
it expects to serve and should not attempt to lock in a customer base to the
generation it wants to build.

Because of the capacity requirement instituted by the Midwest ISO in 2009 (see
#2 below) any supplier — utility or competitive supplier — need prov1de generating
capacity only for the customers it expects to serve.

Utilities argue that a low Cap is needed to protect utilities from too many

customers leaving and then returning to utility service if competitive prices are
too high. Utilities claim they must have generation available to serve these
returning customers. :

The utility arguments no longer make sense.

The “returning customer” argument may have been plausible when PA286 was
enacted in October of 2008, but it is now obsolete.

Since June of 2009, the Midwest ISO requires all suppliers — both utility and
competitive — to provide capacity including reserves to serve their loads. Ifa
customer leaves one supplier to take service from another, that frees up the
former’s capacity, which becomes available on the market to be purchased by the

_new supplier. We are all part of a large “pool” of power available to all

customers in the Midwest ISO.

Consequently, if customers change suppliers, whether utility or competitive
suppliers, it has no effect on regional reliability nor on the market cost of capacity
to serve those customers.



Rules have been in place for several years requiring customers refurning to utility
service to give adequate notice and requiring them to remain for at least a year so
that the utility is not financially harmed. A customer who fails these requirements
is charged a market rate, which is financially neutral to the utility. These rules
have worked well to protect the utility, and therefore no additional restrictions on
a customer’s choice of supplier are needed.

3. Some assert that customers who leave the utility for Electric Choice are not
paying their fair share for the generation plants built to serve them.

Under the provisions of PA 141, utilities have already received ample compensation
for opening up full Electric Choice.

Under PA 141 of 2000, the legislature provided generous support for utilities to
transition to a competitive market. This included securitizing over $2 billion in
utility assets through a 15 year bond issue paid by rate payers and the award of
more than $100 million in stranded costs.

The MPSC determined in 2007 that Consumers and DTE had fully recovered all
stranded costs.

All customers — both utility and Electric Choice — continue to pay a monthly
securitization charge on their utility bill to pay for the $2B in securitization bonds
(through 2015) for Consumers and DTE, but the Electric Choice program is now
limited to only 10% under PA 286. That’s what is not “fair.”

Further, although Electric Choice customers pay securitization charges for utility
generating plants, they receive no benefit from these plants, either capacity or
low-cost energy. Consequently, Electric Choice customers are subsidizing full-
service utility customers.

Another argument is that a cap is needed because if customers leave the utility

for Electric Choice, the utility will have excess generation but not be able to
collect for it. '

Neither Consumers Energy nor Detroit Edison has any excess generation. Both
buy expensive capacity in the summer months. Customers leaving for Electric
Choice actually reduce the amount of summer capacity that the utilities must
purchase—thereby reducing utility costs and resulting in a lower PSCR for
existing customers.

Any excess capacity can be sold into the marketplace.




Testimony in both Detroit Edison and Consumers Energy cases has demonstrated
that when customers move to Electric Choice, the utility reaps savings that are

- approximately equal to, and in some instances exceed, the utility’s reduced

revenue.'' Thus, remaining utility customers are not harmed by Electric Choice.

5. What about the future? Does not Michigan need to build new in-state
generation to meet its future power requirements, replace aging plants and
generate new jobs? Is not the 10% Cap needed so that utlhtles can build new
generation for reliability in Michigan?

A cap on Electric Choice is not needed to facilitate new supplies of electric power.
Consider the following:

Whether a new power plant is necessary or prudent is determined by the MPSC
under the “certificate of necessity” process under PA 286. It has nothing to do
with the 10% cap.

Michigan’s electric power demand is shrinking, not expanding, due to lower

‘demand and energy efficiency measures.

As the result of the pending enactment of PA 286, a major 750 MW independent
power plant project (LS Power) was cancelled in 2008,

With the Governor’s Executive Directive (E.D. #2009-2) on new coal-fired plants
and under the terms of the proposed MDNRE air permit, Consumers Energy
would be required to shut down over 900 MW of existing plant capacity in order
to build 850 MW of new capacity—a net loss in base load capacity. This will
result in higher costs for new plants, shuttering low cost plants before the end of
their useful life, higher depreciation costs for rate payers, and the layoff of
workers at Consumers’ facilities----not to mention the loss of significant local tax
revenue for cities in which the facilities will be closed (e.g. Muskegon).

Between the enactment of PA 141 in 2000 and PA 286 in 2008 — a period of
uncapped Electric Choice -- over 4,000 MW of new generation was built in
Michigan. None of this was built by a regulated utility. This demonstrates that a
cap on Electric Choice is not required for generation to be built in Michigan.

July 2011

! Detroit Edison general rate case U-16472, testimony on behalf of Energy Michigan and Exhibits EM-2,
EM-3, and EM-4. Consumers Energy Revenue Decoupling Mechanism case U-16566, testimony on behalf
of Energy Michigan and Exhibits EM-2 and EM-3.
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Eﬁmgmﬁﬁm Electric Suppliers
mnn}mmww

~In order to sell to customers in Michigan a mEuEHQ.
must obtain a license and become a licensed

Alternative Electric mﬁwv:mw “AES” with the Ewmo

- Financial security, expertise in the Emsmqu\ and
history of complaints in other states must be mw9>5

- Proof of MISO g&o%mﬂob msm mm%o Huosmw
Marketer License.

- An AES once licensed must H.omﬂmﬁoa 2:7 Em GE:% |
by signing agreements, testing mu\mﬁmB ooE@mﬂ?:Jo
mwa mg%bm 3 m\_m GE:% .nmﬁm R




Role of Michigan Public Service Commission in
Electric Competition

- FERC jurisdiction is to the utility Emgvsﬁos m%mﬁmE_
where the MPSC takes over. |

Wmmﬁmﬂom rates msm Ssmm moﬂnﬂ:mmm_.
. hat ALES must follow.,
wmmz_mﬁmm Em%mﬂsm Emoﬂo and

S Y 2 e w,:.; BT PR
% A% %3 z 1
ii LY ine |

:855@0?@%

¥l

APSC cor itracts,

icense to operate in the s state are

Deregulated is a misnomer
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Provider of Last Resort
mmwOkag

POLR - is who supplies a customer s%mb 38\ mo not
make a choice or when they leave a mcwwrow

H_Bm 1S Boﬁ mgma\m ﬁro GEHJ\ -

? aither
U@»»w w{\h YMZWMH\WM L

i....owmm&m mzww:mwm @Sﬁam Eo EEQ S,Eg ﬁrm_@oémw mbm Embmmw
that risk or

the customer must choose mboﬁrmw mﬁ@@:mm mum omusoﬁ HQEE 8
the .EEQ

’1*5




In Michigan ? Who Pays For the POLR or the 5%:,_...
to Hm.gw%

. Residential: after mé”.;oEsm must H.mBm? on Wmﬁm
Access residential service moH. a BHEHEB 9.n one ?:
.UEEm 8\&@
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‘Commercial Return Costs

Return to Full Service | o

Electric Choice customers returning to Full Service must provide notice so
the utility can plan for the summer peak demand season @ une through
September) o : ER |

Electric Choice customers are required to provide the EEQ with notice no
later than December 1 if they will be taking Full Service during the coming
SUMmer SRR A R PR AR et

Customers returning must remain on Full mmmﬁom for one year :
Electric Choice customers are prohibited from returning to Full Service for

two years :

Customers who fail to abide with the requirements and Return to Full =
Service will pay the higher of the applicable tariff rate or the market priced
power charge, plus 10% during the sun mer R

On November 23, 2004, the Michigan Public Service Ocsp:%mmwoﬁ issued a final order in Case No.
U-13808 addressing Return to Full Service; further clarification was provided on June 30,
2005 in an order on rehearing. Highlights included: L |
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Energy Briging

e

Higher of MPP

Matig Brlortg ) Mt . Minimum $tay on
1241 Deadling | Spuisnigrd J2 = Kay 4und s §ept 24t Dee  Bundlad
..... | LY Tatift Tarlfe ot 12 Months
Vg » Betdrned iMust Stay Higher of Higher e MPP | Higher of MPP
BTE farm or Tatiff or Tarlff 12 Months
TaFiH Tapit None
Higher of Higher oI MPF | Highst of MPF
ot PP or TAnff | of Tariff BITHIE e o8
Rigihet of Highar of PP | Higher of NPP
MPP or Tariff or Tariff -oF Tarléf Neng
Higher of Higher of PP | Higher of MPP
. MPP oF Tariff o Taviff or Tartff tena o
iHigher of MPP
Tarlfe or Tarifi) + 14% Tafii Nahe
; Higher of {Higher af VPP Migher of MPP
KPE or Tarltf | or Tmidfi} + 10% ar Tayff ~ Nens

N

Higher of {Higher of MPP
MPP or Tariff | or Tariff) + 10% ot Tatiff Mahe
Higher of tHigher of MPR | Higher of MPP _
MPP or ._..u_.:.qq ar Tariff] + 18% ot Tarlff Hend




Unique to Michigan: 10% Qm@ On méﬁowmbm _

» Only 10% of the H:.SH, year 88& sales by EEQ are
mﬁmz&m to .SWm service from an AES each year.

i 2 E m b
57 i%e vt b ﬁm\?m\ﬁ;, T3 . - LR A
i Iw}m 4100 O 100080 10 Jaw WR? O Tne

+ The cap in both Consumers msa Umﬂ.o: maumob rmﬁw
been filled.

- Customers have the option to go into a @cmsm mbm
wait for an opening Om mﬁosmw mwmom ﬁo msﬁow 8 m )
supplier. | | N
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